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FOR ACTIVE AND RETIRED MEMBERS FALL 96

Retirenment SystemWl | Funded

The Decenber 31, 1995, Actuarial Val uation of the Retirenent Systemdepicts a very good
financial picture. Wth over one billion dollars in assets we have only a 39 mllion
dol lar unfunded liability. This liability should be paid off over the next four years
| eaving the Retirement Systemful |y funded. The fundi ng was great!ly hel ped i n 1995 when
we experienced a 23%or 178 mllion dollar return oninvestnents. Wien we are fully
funded, 2.67%of the total 16.94%conbi ned enpl oyee/ enpl oyer contributionrate wll be
avai | abl e for ot her purposes.

Beneficiary Retirement Qoti ons under Revi ew

Al retirenment all owances are guaranteed for thelife of theretiree regardl ess of the
length of retirement. At the tinme of retirenent the menber may el ect to nodify his
retirement all owance to provide for a beneficiary. The Retirenment Board is currently
consi deri ng addi ng to, and nodi fyi ng t he exi sting opti ons avail abl e t o menbers who
retireinthe future, as foll ows:

1 Level /ncome Cotion

Thi s option all ows a nmenber who retires prior tothe normal Social Security Ageto
receiveretirenent benefits that are nodified so that the conbi ned i ncone fromthe
Retirement Systemand Social Security is |evel throughout the nenber’s |ifetimne.
Thi s means the Systeni s paynents are hi gher before the Social Security paynents
begi n and then | ower after they begin. Al though the theory is that the menber’s
i ncone streamwi || be level, oftenit is not. This is because Social Security, and
often the Systemas well, nmakes post retirenment adjustnments that upset the
original "leveling out" feature of this option. This opti on woul d appeal to a
nmenber who retires early but still has significant financial obligations such as
a nortgage, college tuition, or childrenstill living at hore.
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2 Joint and Survivor wth Pop-up.

This is avariation of the joint and survivor formof paynment. Under the "pop-up"
option, if the beneficiary dies before the menber, the nmenber’s benefit payment
pops up to what it woul d have been had t he nenber not el ected the joint and
survivor feature. Under the normal joint and survivor option, the nenber el ects a
reduced nmont hly benefit in order to provide protectionto a beneficiary. Wen the
benefi ciary di es before the nenber, the protectionis of nofurther value, yet the
nenber’ s benefit is still reduced. I n a sense, the nenber has paid for sonet hing
that will not be recei ved. Under the pop-up version, the nenber’s benefit is
restored once the protectionis nolonger needed. The reduction for the joint and
survivor with pop-up optionis greater than for the normal joint and survivor
option, again to cover the financial cost of providing additi onal benefits.

3 Lunp SumPayment

Thi s option woul d al |l ownenbers a partial |unmp sumpaynment at retirenent whichis
equi val ent to either the nenber’s accunul ated contributions with interest, or of
one-hal f of this anount. The nenbers nornal nont hly pensi on woul d be reduced by an
anmount to actuarially conpensate for the funds wi thdrawn. Thi s option woul d appeal
to a menber who wi shes to purchase a retirenent honme or has ot her needs for cash
at thetime of retirenent, or theretiree may be confident he has the ability to
earn nore noney t han t he pensi on reduction w |l cost him

Pl ease send any comment s you nay have on t hese options to Roger A. Howeiler in the
Retirenent office (mail stop, 12-03-01).
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